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SUBJ TIME/READERS DIGEST TAX QUESTION 
REF OTTAWA 272 

TIME MAGAZINE OF FEBRUARY 3, WHICH APPEARED ON OTTAWA 
NEWSSTANDS TODAY, CARRIES FOLLOWING ARTICLE ON FAULKNER 
ANNOUNCEMENT OF GOC INTENTION TO REVOKE INCOME TAX 
EXEMPTIONS FOR ADVERTISERS IN TIME AND READER S DIGEST: 
BEGIN VERBATIM TEXT. AS SOON AS THE COMMONS HAD 
ASSEMBLED AFTER THE WEEKLY CABINET MEETING, SECRETARY 
OF STATE HUGH FAULKNER ROSE TO MAKE AN ANNOUNCEMENT. 
EFFECTIVE JAN. 1, 1976, HE SAID IN EFFECT, ADVERTISERS 
WILL NO LONGER BE ABLE TO DEDUCT THE COST OF BUYING 
SPACE IN TIMECANADA AND READER'S DIGEST AS A NORMAL 
BUSINESS EXPENSE. "IT IS MY HOPE AND EXPECTATION," SAID 
FAULKNER, "THAT THIS DECISION OF THE GOVERNMENT WILL 
RESULT IN THE CREATION OF A CANADIAN NEWSMAGAZINE." 

TO ENCOURAGE SUCH A PUBLICATION THE GOVERNMENT 
PLANS TO STRIKE A KEY SECTION OF THE INCOME TAX 
ACT THAT NOW EXEMPTS TIME CANADA AND READER'S 
DIGEST FROM THE MAIN STATUTORY REQUIREMENTS OF 
CANADIAN MAGAZINES: 75 PERCENT CANADIAN OWNERSHIP. AND 
CONTENT "SUBSTANTIALLY" DIFFERENT FROM MAGAZINES 
PUBLISHED IN ANY OTHER COUNTRY. THE MOVE WOULD 
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DOUBLE THE COST OF ADVERTISING IN THE TWO MAGAZINES, 
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AND WOULD RESULT IN A SEVERE LOSS OF REVENUE TO BOTH, 
PERHAPS AS HIGH AS 64 PERCENT IN THE CASE OF READER'S 
DIGEST. FOR TIME CANADA, SAID PRESIDENT STEPHEN S. 

LARUE, THE CHANGE "WOULD PROBABLY CAUSE US TO CEASE 
PUBLISHING IN CANADA." 

THE ANNOUNCEMENT CAME AS LARUE WAS IN THE MIDST OF 
NEGOTIATIONS TO SELL 75 PERCENT OWNERSHIP OF TIME 
CANADA LTD. TO CANADIAN INTERESTS, A DECISION TAKEN 
BY THE COMPANY'S BOARD OF DIRECTORS LAST OCTOBER. BY 
LAST WEEK, SAID LARUE, TIME CANADA LTD. AND ONE POTENTIAL 
PURCHASER WERE "CLOSE ENOUGH TO TERMS THAT ACCOUNTANTS 
WERE EXAMINING DETAILS OF FEES AND PROFIT DISTRIBUTION." 
THAT DEAL COULD STILL CONVEIVABLY GO THROUGH, UNLESS 
THE GOVERNMENT INSISTS ON A MASSIVE TRANSFORMATION OF 
TIME CANADA INTO A PREDOMINANTLY DOMESTIC, RATHER THAN 
GLOBAL NEWSMAGAZINE. SAID LARUE: "IT IS OUR SINCEREST 
HOPE THAT THE GOVERNMENT WILL ALLOW THE COMPANY TO BE 
CANADIAN OWNED AND TO CONTINUE TO PUBLISH." 

E. PAUL ZIMMERMAN, PRESIDENT OF THE READER'S 
DIGEST ASSOCIATION (CANADA) LTD., SAID HE HOPED 
THAT OTTAWA MIGHT YET "ALLOW PUBLICATIONS SUCH AS 
OURS WHO HAVE DONE SO MUCH FOR CANADA TO CONTINUE TO 
SURVIVE." THE CANADIAN EDITION OF THE DIGEST IS 
ALREADY 32-33 PERCENT OWNED BY CANADIAN SHAREHOLDERS 
(WHOSE PER-SHARE INVESTMENT DROPPED IN VALUE TO 
$7.63 LAST WEEK, COMPARED TO $1 1 WHEN THE SHARES 
WERE ISSUED IN 1968). THE ENGLISH AND FRENCH-LANGUAGE 
EDITIONS OF THE MAGAZINE IN CANADA MAINTAIN A "CONSTANT 
OBJECTIVE" OF 30 PERCENT CANADIAN CONTENT. "IF THEY 
(THE GOVERNMENT) WANT TO RESTRICT US," SAID ZIMMERMAN, 
"THERE'S NOT WAY WE CAN CONTINUE. BUT I DON'T BELIEVE 
THAT PARLIAMENT WILL FAIL TO RECOGNIZE THAT WE HAVE 
SERVED THIS COUNTRY AND SERVED IT WELL." 

IF OTTAWA DOES FORCE TIME AND READER'S DIGEST FROM 
THE FIELD, TORONTO'S MACLEAN-HUNTER LTD. WOULD BE 
THE MOST OBVIOUS BENEFICIARY. PUBLISHER LLOYD 
HODGKINSON OF MACLEAN'S MAGAZINE SAID THAT THE 
COMPANY'S BOARD OF DIRECTORS WOULD CONSIDER TWO 
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ALTERNATIVE PLANS THIS WEEK, ONE TO SWITCH MACLEAN'S 
IMMEDIATELY FROM A MONTHLY TO A WEEKLY, THE OTHER A 
MORE GRADUAL CHANGEOVER. RATHER THAN SET UP WORLDWIDE 
NEWS-GATHERING FACILITIES, HE SAID MACLEAN-HUNTER 
WOULD MAKE ARRANGEMENTS WITH PERHAPS "TWO OR THREE" 
SOURCES OF INTERNATIONSL NEWS. 

MACLEAN'S WOULD HAVE A HEAD START ON ANY OTHER 
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POTENTIAL NEW WEEKLIES BECAUSE, AS HODGKINSON SAID, 

"ANY OTHER ENTRIES WOULD HAVE TO START FROM 
CIRCULATION ZERO." STILL, EVEN IF TIME CANADA WERE 
FORCED TO FOLD, ANY OTHER NEWSMAGAZINE WOULD FIND 
ITSELF COMPETING FOR READERS WITH THE U.S. EDITION 
OF TIME. 

THERE IS NO GUARANTEE THAT ADVERTISING DOLLARS NOW 
EARNED BY TIME CANADA AND READER'S DIGEST WOULD FLOW 
TO NEW MAGAZINES. STUDIES MADE IN FAULKNER'S OWN 
DEPARTMENT HAVE SUGGESTED THAT PART OF THE MONEY WOULD 
ALMOST SURELY BE DIVERTED TO NEWSPAPERS, TELEVISION OR 
RADIO, A POINT ALSO MADE BY THE ASSOCIATION OF CANADIAN 
ADVERTISERS, AGENCIES, AND THE MAGAZINE ASSOCIATION OF 
CANADA. FAULKNER MAY HAVE HAD THAT POSSIBILITY IN MIND 
WHEN HE ADDRESSED PARLIAMENT. "WE IN THE GOVERNMENT," 

HE DECLARED, "ARE REALLY NOT SO MUCH CONCERNED WITH 
CERTAIN OF THE NATION'S INDUSTRIES AS WE ARE DEEPLY 
COMMITTED TO THE NATION'S INTEGRITY." 

FAULKNER ALSO TOOK AIM AT AN ASPECT OF BROADCASTING THAT 
HAS LONG ANGERED NATIONALISTS-U.S. BORDER TELEVISION 
AND RADIO STATIONS THAT CARRY ADVERTISING DIRECTED 
SOLELY AT CANADIAN MARKETS. UNLIKE THE CANADIAN 
EDITIONS OF U.S. PERIODICALS, TV STATIONS-IN BORDER 
CITIES SUCH AS BANGOR, ME., BUFFALO, N.Y., AND 
DETROIT-BY AND LARGE DO NOT HAVE ANY SUBSTANTIAL 
PHYSICAL INVESTMENT IN CANADA (AN EXCEPTION IS 
KVOS TV IN BELLINGHAM, WASH. WHICH MAINTAINS AN OFFICE 
IN VANCOUVER AND PRODUCES PROGRAMS IN CANADA). 

OTTAWA INTENDS EVENTUALLY TO INTRODUCE AN AMENDMENT 
PREVENTING CANADIANS FROM CLAIMING AS A TAX 
DEDUCTION THE COST OF ADVERTISING ON SUCH STATIONS- 
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WHICH, ACCORDING TO FAULKNER, EARN ABOUT $20 MILLION 
ANNUALLY FROM CANADIAN ADVERTISERS. 

LATER IN HIS BUSY WEEK, FAULKNER TRAVELED TO ONTARIO'S 
TRENT UNIVERSITY TO ANNOUNCE NEW GOVERNMENT AID FOR 
CANADIAN BOOK PUBLISHERS. AN ADDITIONAL $1.5 MILLION 
WILL BE MADE AVAILABLE BY THE CANADA COUNCIL TO ASSIST 
IN PROMOTING AND DISTRIBUTING CANADIAN BOOKS, SAID 
FAULKNER. AND THE 1973 FOREIGN INVESTMENT REVIEW ACT 
WILL BE EXTENDED TO BOOK PUBLISHERS-MEANING THAT 
FOREIGN TAKEOVERS OF CANADIAN PUBLISHING FIRMS WILL 
BE BARRED UNLESS OTTAWA JUDGES THEM TO BE OF "SIGNIFICANT 
BENEFIT" TO CANADA. END VERBATIM TEXT. 

PORTER 
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